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Source: Portfolio: Bondedge; Index: Bloomberg Barclay’s 1-3 Year Govt

Fund Index
Yield to Maturity 1.69% 1.60%

Effective Duration 1.86 Yrs 1.90 Yrs
Maturity 2.06 Yrs 1.96 Yrs
Average Coupon 2.00% 2.01%

Average Quality Aaa Aaa

Portfolio Characteristics
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*** Market Value for Fixed Income Portfolio: $85.8 million ***



State of Alabama Treasurer’s Office - Prepaid Affordable College Tuition (PACT) Program

As of 12/31/2019

Total Returns Compared with the Benchmark

Returns are shown net of mgmt. fees; annual management fee is five (5) basis points, or 0.05%

Past performance does not guarantee future returns; *Periods greater than one year are annualized; Inception Date as of 12/31/2015

Source: SEI & Bloomberg Barclays

Indexes: Bloomberg Barclays

Fixed Income Portfolio 0.51% 4.00% 4.00% 2.31% 2.10%

1-3 YR Govt Only 0.51% 3.59% 3.59% 1.86% 1.61%

Excess Return 0.00% 0.41% 0.41% 0.45% 0.49%

1-3 YR Govt/Credit 0.59% 4.03% 4.03% 2.15% 1.93%

Regions Investment Management 4

Qtr YTD 1-Yr 3 Years * Inception *

Consolidated Portfolio 0.51% 3.46% 3.46% 2.12% 1.95%

Money Market Fund 0.41% 2.10% 2.10% 1.66% 1.32%



State of Alabama Treasurer’s Office - Prepaid Affordable College Tuition (PACT) Program

Allocation Detail
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*Source: SEI

Name

 Current Quarter 

Total Return 

Prior Quarter 

Market Value  Net Cashflow  Investment Return 

 Current Quarter 

Market Value * 

Fixed Income 0.54% $65,153,610 $19,935,738 $459,834 $85,549,182

Money Market Mutual Fund 0.41% 29,839,552           -22,931,277 74,964 $6,983,239

Demand Deposit 0.00% 559,301                 215,244 0 $774,545

Total Portfolio $95,552,463 ($2,780,295) $534,798 $93,306,966

INVESTMENT RETURN SUMMARY - QUARTER ENDING DECEMBER 31, 2019

* The total market value of the Alabama PACT Composite portfolio does not include the cash balance of $2,138,417.71 that was in 

the Treasury Account on December 31, 2019.

Prior Quarter 

Market Value %  Fund Name  Style 

 Current Quarter 

Market Value * %

$4,494 0% Residual (CASH) 4,513                             0%

$65,153,610 68% Fixed Income (STFX) 85,549,182                  89%

$29,839,552 31%

Money Market 

Mutual Fund (CASH) 9,983,239                     10%

$559,301 1% Demand Deposit (CASH) 774,545                        1%

$95,556,957 100% (TOTL) 96,311,479                  100%

MANAGER ALLOCATION SUMMARY - QUARTER ENDING DECEMBER 31, 2019

* The total market value of the Alabama PACT Composite portfolio does not include the cash balance of $2,138,417.71 that 

was in the Treasury Account on December 31, 2019.
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Economic & Financial Market Update
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Market Returns
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Equities

YTD As of 
12/31/19

Trailing 3 
Months

12/31/19

2018 2017 2016 2015 2014 2013

S&P 500 Index (Large Cap Stocks)     31.49% 9.07% -4.38% 21.83% 11.96% 1.38% 13.69% 32.39%

S&P 500 (Large Cap Growth) 31.13% 8.32% -0.01% 27.44% 6.89% 5.52% 14.89% 32.75%

S&P 500 (Large Cap Value) 31.93% 9.93% -8.95% 15.36% 17.40% -3.13% 12.36% 31.99%

Russell 2500 Index (Small to Mid Cap Stocks) 27.77% 8.54% -10.00% 16.81% 17.59% -2.90% 7.07% 36.80%

Russell Mid Cap TR USD 30.54% 7.06% -9.06% 18.52% 13.80% -2.44% 13.22% 34.76%

Russell 2000 Index (Small Cap Stocks) 25.52% 9.94% -11.01% 14.65% 21.31% -4.41% 4.89% 38.82%

MSCI ACWI Ex-US (Foreign Stocks, Net Return) 21.51% 8.92% -14.20% 27.19% 4.50% -5.66% -3.87% 15.29%

MSCI EAFE Index (Foreign Stocks, Net Return) 22.01% 8.17% -13.79% 25.03% 1.00% -0.81% -4.90% 22.78%

MSCI EM (Foreign Stocks, Net Return) 18.42% 11.84% -14.58% 37.28% 11.19% -14.92% -2.19% -2.60%

Fixed Income

Barclays US Agg Bond TR USD 8.72% 0.18% 0.01% 3.54% 2.65% 0.55% 5.97% -2.02%

BofA Merrill Lynch Muni 1-12 YR (Muni Bonds) 5.64% 0.73% 1.62% 3.21% 0.02% 2.34% 4.27% -0.12%

Barclays Global Agg Ex USD TR 5.09% 0.67% -2.15% 10.51% 1.49% -6.02% -3.08% -3.08%

Barclays High Yield Corp TR USD 14.32% 2.61% -2.08% 7.50% 17.13% -4.47% 2.45% 7.44%

Barclays US Treasury US TIPS 8.43% 0.79% -1.26% 3.01% 4.68% -1.44% 3.64% -8.61%

FTSE Treasury Bill 3 Month (Money Market) 2.25% 0.46% 1.86% 0.86% 0.33% 0.05% 0.03% 0.05%

Diversified Strategies

HFRX Global Hedge Index 8.68% 2.62% -6.72% 5.98% 2.50% -3.64% -0.58% 6.72%

Source: Morningstar
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Economy
Overview & Outlook
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Contraction Expansion

Risks:
▪Business sentiment continues to erode as trade 
disputes intensify, choking off business investment

▪A slowing Chinese economy drags other Asian 
nations and the Euro Zone down

▪Low/negative interest rates distort asset prices 
and lead to unsustainable growth in debt

Opportunities:
▪Labor market conditions continue to improve

▪Rising real incomes

▪Solid rate of house price appreciation

▪Healthy household balance sheets 

Consumers Remain In The Driver’s Seat
Mixed Data On Manufacturing

▪The BEA’s second estimate puts annualized Q3 real GDP growth at 2.1
percent, up from their first estimate of 1.9 percent growth. The bigger picture
did not change – consumer spending was the main driver of Q3 growth, with
support from government spending and residential fixed investment, while
business fixed investment contracted for a second consecutive quarter.1 At
present, Q4 growth is tracking at just under 2.0 percent.

▪The data on the manufacturing sector have been mixed, but, keep in mind
the GM strike impacted the past two months of data. The ISM Manufacturing
Index fell to 48.1 percent in November, leaving the headline index below the
50.0 percent break between contraction and expansion for a fourth straight
month. The ISM’s gauges of new orders, employment, and production all
contracted further in November.2

▪Other factory sector indicators were more upbeat. Core capital goods orders
rose by 1.1 percent in October, while core capital goods shipments (this
series feeds into the GDP data on business investment) rose by 0.8 percent,3

offering some hope that, having slumped over recent months, capital
spending is at least beginning to stabilize. At the same time, excluding motor
vehicles & parts production, manufacturing payrolls have continued to rise in
2019, including a gain of 12,700 jobs in November.4

▪The ISM Non-Manufacturing Index slipped to 53.9 percent in November from
54.3 percent in October, but the gauges of new orders and employment both
rose.2 The ISM’s non-manufacturing data should help allay fears that
weakness in the industrial sector is dragging the broader economy down.

Slow But Steady Growth, Mild Inflation To Keep FOMC On Hold For A While

▪Total nonfarm employment rose by 266,000 jobs in November, making a
mockery of forecasts (ours included) of a much smaller increase. At the same
time, prior estimates of job growth in September and October were revised
higher by a net 41,000 jobs.4 The return of striking GM workers, who were not
counted as employed in October, boosted measured job growth in November,
as did an extra week between the October and November survey periods.

▪Even if, as we suspect, measured November job growth is a bit overstated, the
trend rate of job growth remains solid. At an average of 187,000 jobs per month
over the past year, job growth remains more than sufficient to keep downward
pressure on the unemployment rate and upward pressure on wage growth. In
addition, job growth remains notably broad based across private sector
industry groups, which to us is a sign the expansion has further room to run.

▪The unemployment rate fell to 3.5 percent in November, while the broader U6
rate, which also accounts for underemployment, fell to 6.9 percent, matching
September as the lowest reading since October 2000. Average hourly earnings
rose by 0.2 percent in October, leaving them up 3.1 percent year-on-year, the
16th consecutive month with over-the-year growth at or above 3.0 percent.4

▪As expected, the FOMC left the Fed funds rate target range unchanged at their
December meeting. The updated “dot plot” implies no changes in the funds
rate through 2020. More tellingly, not a single Committee member is projecting
any further funds rate cuts through 2022. That could, of course, change as
economic and financial conditions change, but it strongly suggests that the
FOMC is on hold for some time to come.

Source: 1) Bureau of Economic Analysis (BEA); 2) Institute for Supply Management (ISM); 3) U.S. Census Bureau; 4) Bureau of Labor Statistics (BLS)

Please see important disclosure at the end of this presentation
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Fixed Income
Overview & Outlook

Fi
xe

d
 

In
co

m
e

Bearish Bullish

Summary View: Neutral
• U.S. Treasuries, despite low yields on an absolute basis and relative to where they began 2019, are

appealing compared to negative yields in ‘comparable’ foreign sovereign bond markets.
Additionally, the Fed has suggested that after three rate cuts during 2019, that no further rate cuts
are expected barring an inflationary scare. This should pull capital from abroad into the U.S.

• On a relative basis, corporate bonds, both investment-grade and high yield, appear attractive
versus Treasuries, but credit spreads have been, and remain tight, compensating investors very
little for credit risk. We maintain a neutral allocation to high yield corporates entering 2020 as we
expect the U.S. economic expansion to continue, avoiding recession in the new year, while interest
rates remain low, keeping defaults at bay. Selectivity in corporate credit is crucial at present.

• Diversification remains an important concept for fixed income investors as we exit 2019 with a fluid
geopolitical backdrop. We believe there is relative value in structured products and dollar-
denominated emerging market debt, but right-sizing these exposures is of the utmost importance.

Risks:
• Facing the prospect of falling short of required hurdle rates or expected inflation, investors

increase allocations to riskier segments of the fixed income marketplace, and/or shift
allocations out of bonds and into ‘stocks that look like bonds,’ taking on heightened
volatility and larger potential drawdowns.; Little compensation for credit risk at present.

Yields as of December 31, 2019

US Treasuries

3-month 1.55%

2-year 1.57%

5-year 1.69%

10-year 1.92%

30-year 2.39%

Source: Prepared by Regions Asset Management using data from Morningstar and FactSet. 

Total Return

YTD 
12/31/2019

2018 2017 2016 2015 2014

Barclays US Agg Bond TR USD 8.72% 0.01% 3.54% 2.65% 0.55% 5.97%

Barclays High Yield Corp TR USD 14.32% -2.08% 7.50% 17.13% -4.47% 2.45%

Barclays Global Agg Ex USD TR 5.09% -2.15% 10.51% 1.49% -6.02% -3.08%

Barclays US Treasury US TIPS 8.43% -1.26% 3.01% 4.68% -1.44% 3.64%

FTSE Treasury Bill 3 Month (Money 
Market)

2.25% 1.86% 0.86% 0.33% 0.05% 0.03%

Please see important disclosure at the end of this presentation
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Equities
Overview & Outlook

Source: Prepared by Regions Asset Management using data from Morningstar and FactSet. 
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Bearish Bullish

Summary View: Neutral
• Domestic equity valuations are extended at present at around 19X projected full year 2020 earnings,

but are supported by low interest rates, a condition that we expect to remain in place for most of
2020, barring a sharp uptick in inflation expectations, as the FOMC appears to be in ‘wait and see’
mode. Broadly speaking, stocks should continue to be beneficiaries of accommodative FOMC
monetary policy and rising global liquidity as this capital seeks out higher expected returns.

• We remain positive on U.S. large-cap stocks due to diversified supply chains, an ability to pass along
and/or mitigate rising labor costs and other inputs, and relatively attractive dividend yields versus
what can be received investing in U.S. Treasuries at the present time.

• Domestic small-cap stocks could fare reasonably well in the new year amid continued low interest
rates, but these companies have minimal supply chain flexibility and are more heavily levered,
broadly speaking, making any increase in labor or raw material costs a challenge.

• International markets are attractively valued, both on an absolute basis relative to their own history,
but also on a relative basis versus domestic stocks. We enter 2020 with an overweight to emerging
markets at the expense of international-developed market stocks.

Risks:
• Investor complacency; Declining consumer confidence; Phase one trade deal fails to materialize.

Total Return
YTD

12/31/2019
2018 2017 2016 2015 2014

S&P 500 Index (Large Cap) 31.49% -4.38% 21.83% 11.96% 1.38% 13.69%

S&P 500 (Large Cap Growth) 31.13% -0.01% 27.44% 6.89% 5.52% 14.89%

S&P 500 (Large Cap Value) 31.93% -8.95% 15.36% 17.40% -3.13% 12.36%

Russell 2500 Index (Small to Mid Cap) 27.77% -10.00% 16.81% 17.59% -2.90% 7.07%

Russell Mid Cap Index (Mid Cap) 30.54% -9.06% 18.52% 13.80% -2.44% 13.22%

Russell 2000 Index (Small Cap) 25.52% -11.01% 14.65% 21.31% -4.41% 4.89%

MSCI World Ex-US (Foreign Stocks, Net 
Return)

21.51% -14.09% 24.21% 2.75% -3.04% -4.32%

MSCI EAFE Index (Foreign Stocks,      
Net Return)

22.01% -13.79% 25.03% 1.00% -0.81% -4.90%

MSCI EM (Foreign Stocks, Net Return) 18.42% -14.58% 37.28% 11.19% -14.92% -2.19%

S&P 500 Statistics as of December 31, 2019

Fundamentals

2019 Earnings $162

2020 Earnings Estimates $178

Forward P/E 18x

Dividend Yield 1.75%

Technicals

% of Stocks Above 200ma 80%

VIX (CBOE Volatility Index) 13.78

Please see important disclosure at the end of this presentation
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Important Disclosure
While the commentary accurately reflects the opinions of the Analyst by whom it is written, it does not necessarily reflect those of Regions Bank or RIM. This publication is solely for information and educational
purposes and nothing contained in this publication constitutes an offer or solicitation to purchase any security, the recommendation of any particular security or strategy or a complete analysis of any security,
company or industry or constitutes tax, accounting or legal advice. Information is based on sources believed by RIM to be reliable but is not guaranteed as to accuracy by Regions Bank, RIM or any of their
affiliates. Commentary and opinions provided in this publication reflect the judgment of the authors as of the date of this publication and are subject to change without notice. Certain sections of this
publication contain forward looking statements that are based on the reasonable expectations, estimates, projections and assumptions of the authors, but forward-looking statements are not guarantees of
future performance and involve risks and uncertainties, which are difficult to predict. Investment ideas and strategies presented may not be suitable for all investors. No responsibility or liability is assumed by
Regions Bank, RIM or their affiliates for any loss that may directly or indirectly result from use of information, commentary or opinions in this publication by you or any other person.

Trust and investment management services are offered through Regions Wealth Management, a business unit of Regions Bank. The information contained herein was gathered from sources believed to be
reliable but is not guaranteed by Regions Bank nor is it to be considered all-inclusive. It is not meant to replace or supersede the information provided on your statement of account, which is the official record
of all activity and balances in your account for the period of time specified on the account statement. Further, the information does not purport to be a complete analysis of any security, company or industry
mentioned. The rationales contained in this presentation are the result of internal Working Groups and Committees within Regions Wealth Management, and does not necessarily reflect the opinion of
Regions Bank or its affiliates. The rationales are included for informative purposes only, and to provide thought processes behind the investment decisions made on behalf of some clients. Opinions regarding
any securities and/or sectors mentioned are subject to change at any time. Neither the information nor any opinion expressed shall constitute a solicitation for the purchase or sale of any security.

This proposal is intended for the sole use of the present or prospective client named and is not to be distributed to any other party. The presentation also may contain information concerning your current
portfolio asset allocation, if applicable, a selected portfolio asset allocation (or reallocation if you currently maintain a portfolio), including selected information concerning the proposed investment managers
or investment vehicles to be used for your portfolio, and certain types of analytical information concerning your proposed portfolio or certain broad market indices. The presentation is not intended as nor
does it constitute tax or legal advice. You should consult your own lawyer, accountant or other professional advisor when planning to implement a strategy. All charts presented are illustrations provided for
informational purposes only and are not indicative of present or future results. The presentation should not be considered to be investment advice. No guarantee is given that any specific investment or
strategy referenced or described herein will be profitable or will achieve results equal to or exceeding historical, simulated or hypothetical results presented. There is no guarantee that a diversified portfolio
will outperform a non-diversified portfolio or assure a profit or protect against loss in any given market environment. Some strategies may involve above average turnover which could negatively impact any
net after tax gain experienced within a taxable account. The volatility of an index may be materially different from the individual performance attained by a specific investor. Indices are unmanaged, and you
cannot invest directly into an index. Index returns do not reflect the deduction of fees and/or expenses, which would have the effect of decreasing the historical performance results.

Neither Regions Bank, Regions Wealth Management, Regions Asset Management nor any affiliates or subsidiaries of Regions Bank (collectively, “Regions”) are registered municipal advisors nor provide advice
to municipal entities or obligated persons with respect to municipal financial products or the issuance of municipal securities (including regarding the structure, timing, terms and similar matters concerning
municipal financial products or municipal securities issuances) or engage in the solicitation of municipal entities or obligated persons for such services. With respect to this presentation and any other
information, materials or communications provided by Regions, (a) Regions is not recommending an action to any municipal entity or obligated person, (b) Regions is not acting as an advisor to any municipal
entity or obligated person and does not owe a fiduciary duty pursuant to Section 15B of the Securities Exchange Act of 1934 to any municipal entity or obligated person with respect to such presentation,
information, materials or communications, (c) Regions is acting for its own interests, and (d) you should discuss this presentation and any such other information, materials or communications with any and all
internal and external advisors and experts that you deem appropriate before acting on this presentation or any such other information, materials or communications.

Some investment commentary referenced in this document has been excerpted from the Regions Wealth Management Economic & Market Commentary. In all cases, while the commentary accurately reflects
the opinions of the Analyst by whom it is written, it does not necessarily reflect the opinion of Regions Bank or its affiliates.

Past performance is not a guarantee of future results. Copyright 2019 Regions Bank, Member FDIC.

Investment, Insurance and Annuity Products

Are Not FDIC-insured Are Not Bank Guaranteed May Lose Value

Are Not Deposits
Are Not Insured by Any Federal
Government Agency

Are Not a Condition of Any 
Banking Activity



Important Disclosures

This material and all accompanying documents are provided is for the sole use of the individual(s) it is presented to. Performance results contained in this presentation reflect trading in your 
account(s). The returns are calculated using a third party vendor, SEI. Factors impacting the returns include individual client risk tolerance, restrictions a client may place on the account, 
investment objectives, choice of broker/dealers or custodians, as well as other factors. Your account(s) performance may differ from that of other clients due to, among other things, 
commission, timing of order entry, or the manner in which the trades were executed.

Performance presented is net of fees, which means that the performance includes the deduction of management and other fees associated with your account(s). Performance figures include 
reinvestment of dividends and other earnings. The fee schedule is described in your investment management contract.  Performance results do not reflect the impact of taxes.  Some strategies 
may involve above average turnover which could negatively impact any net after tax gain experienced within a taxable account. Clients are encouraged to seek the advice of a tax professional.

Maturity, duration and yield characteristics reflect call features and are calculated using a third party vendor, BondEdge. Yield to maturity is the internal rate of return and the best indication of
realized return; current yield is the annual coupon income divided by current price.

The index characteristics are not intended as a direct comparison to the characteristics of the portfolio, but are intended to represent the characteristics of certain sectors of the overall securities
market. The investment strategy and types of securities held by the comparison index may be substantially different from the investment strategy and the type of securities held within this
strategy. Indices are unmanaged, and you cannot invest directly into an index.

Past performance is not a guarantee of future results. Current performance may be lower or higher than the performance data presented. The investment return and principle value of an 
investment will fluctuate so that, when redeemed, it may be worth more or less than the original value. It should not be assumed that recommendations made in the future will be profitable or 
will equal the performance of the securities presented herein. Neither the information nor any opinion expressed constitutes a solicitation for the purchase or sale of any security.

Trust and investment management services are offered through Regions Wealth Management, a business unit of Regions Bank.

Some investment commentary referenced in this document has been excerpted from the Regions Wealth Management Economic & Market Commentary.  In all cases, while the commentary 
accurately reflects the opinions of the Analyst by whom it is written, it does not necessarily reflect the opinion of Regions Bank or its affiliates.

Investment advisory services are offered through Regions Investment Management, Inc. (“RIM”), a Registered Investment Adviser. RIM is a wholly owned subsidiary of Regions Bank, which in 
turn, is a wholly owned subsidiary of Regions Financial Corporation. Additional information regarding RIM is set forth in RIM’s current Form ADV Part 2A, a copy of which is available upon request 
at 205-264-6735.

Neither Regions Bank, Regions Institutional Services (collectively, “Regions”) nor the Regions Bank subsidiary, Regions Investment Management, Inc. (RIM), are registered municipal advisors, nor 
provide advice to municipal entities or obligated persons with respect to municipal financial products or the issuance of municipal securities (including regarding the structure, timing, terms and 
similar matters concerning municipal financial products or municipal securities issuances) or engage in the solicitation of municipal entities or obligated persons for such services. With respect to 
this presentation and any other information, materials or communications provided by Regions or RIM, (a) Regions and RIM are not recommending an action to any municipal entity or obligated 
person, (b) Regions and RIM are not acting as an advisor to any municipal entity or obligated person and do not owe a fiduciary duty pursuant to Section 15B of the Securities Exchange Act of 
1934 to any municipal entity or obligated person with respect to such presentation, information, materials or communications, (c) Regions and RIM are acting for their own interests, and (d) you 
should discuss this presentation and any such other information, materials or communications with any and all internal and external advisors and experts that you deem appropriate before acting 
on this presentation or any such other information, materials or communications.

Investment, Insurance and Annuity Products

Are Not FDIC-Insured Are Not Bank Guaranteed May Lose Value

Are Not Deposits
Are Not Insured by Any Federal Government 

Agency

Are Not a Condition of Any Banking 

Activity

Regions Investment Management 12


